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Current attempts to study strategic alliances have been hampered by the lack of a unified 
theory. In this dissertation, resource-based theory, knowledge-based view, contingency 
theory, transaction cost theory, social exchange theory, and personal relationship theory 
have been integrated to examine factors relating to strategic alliances in manufacturing 
supply chains. The factors used in this research: strategic alliance motives, environment, 
asset specificity, perception of opportunistic behavior, degree of interdependence, 
degree of integration, and strategic alliance outcomes. 
Interviews and survey procedures have been used to sample senior executives involved 
with manufacturing operations and supply chain management. Path analysis using 
LISREL has been employed to test the integrated research model. Results indicate that 
strategic alliance formation is influenced by motives and environment. Strategic alliance 
motives have a positive impact on task, goal and reward interdependence, as well as on 
the degree of integration (communication, trust and commitment) between strategic 
alliance partners. Investment in specific assets reduces levels of perceived opportunism 
and increased levels of interdependence and integration. Perception of opportunistic 
behavior negatively influences interdependence and integration. Interdependence has 
been found to have a strong positive effect on integration. Strategic alliance success is 
determined by goal achievement, value creation and satisfaction. Environment does not 
moderate the effect of strategic alliance motives on integration. These findings offer a 
better understanding of inter-firm collaboration and may be valuable in preparing 
managers for the challenges of strategic alliance management. 
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Usaha semasa untuk mengkaji pakatan strategik telah dihalangi dengan ketiadaan satu 
teori yang bersepadu. Dalam tesis ini, teori berasaskan sumber, teori berasaskan 
pengetahuan, teori "contingency", teori kos transaksi, teori .pertukaran masyarakat dan 
teori perhubungan peribadi telah disepadukan untuk mengkaji faktor yang berkaitan 
dengan pakatan strategik dalam rangkaian pembekalan perkilangan. Faktor yang 
digunakan dalan kajian ini adalah: motif pakatan strategik, persekitaran, aset yang 
ditentukan ("asset specificity"), persepsi kepada gelagat oportunis, tahap 
kebergantungan, tahap integrasi dan hasilan pakatan strategik. 
Prosedur soal selidik dan temuduga telah digunakan untuk memilih eksekutif kanan 
yang terlibat dengan operasi pembuatan dan pengurusan rangkaian pembekalan. "Path 
Analysis" melalui LISREL telah digunakan untuk menguji model sepadu kajian ini. 
Hasil kajian menunjukkan bahawa pembentukan pakatan strategik dipengaruhi oleh 
motif dan persekitaran. Motif pakatan strategik mempunyai kesan positif terhadap 
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tugasan, matlamat dan kebergantungan ganjaran, dan juga tahap integrasi (komunikasi, 
kerpercayaan dan komitmen) di antara rakan pakatan strategik. Pelaburan dalam aset 
yang spesifik ("asset specificity") mengurangkan tanggapan kepada gelagat oportunis, 
dan meningkatkan tahap kebergantungan dan integrasi. Persepsi gelagat oportunis 
mempengaruhi kebergantungan dan integrasi secara negative. Kebergantungan 
mempunyai kesan positif yang h a t  ke atas integrasi. Kejayaan pakatan strategik 
ditentukan oleh pencapaian matlamat, penciptaan nilai dan kepuasan. Persekitaran tidak 
mempunyai kesan perubahan ("moderating") terhadap kesan di motif pakatan strategik 
dan tahap integrasi. Hasilan kajian ini telah menawarkan kefahaman yang lebih 
mendalam berkaitan dengan kerjasama di antara organisasi dan mungkin berharga untuk 
menyediakan pengurus menghadapi cabaran pengurusan pakatan strategik. 
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CHAPTER 1 
INTRODUCTION 
1.1 Research Background 
The last twenty years have witnessed a growing academic and applied interest in the 
strategic management of firms' competitiveness in a global business world. In an 
effort to improve both products and services, many are moving toward strategic 
inter-organizational networks. Gulati, Nohria and Zaheer (2000) have argued that 
when the economic environment becomes competitive, the firm's supplier network is 
increasingly expected to play a strategic role. Lo and Yeung (2003) have noted that 
strategic alliances are useful in enhancing global supply chain performance (Lo and 
Yeung, 2003). 
There is a growing body of research about strategic alliances. They have been 
described as one of the most valuable mechanisms in helping firms obtain necessary 
resources, technology and market access, to outperform other competitors, and to 
improve their competitive position (Spekrnan, Isabella, MacAvoy and Forbes 111, 
1996; Porter, 1998; Whipple and Gentry, 2000; Dyer, Kale and Singh, 2001). Some 
authors suggest that strategic alliances are relatively a recent phenomena but inter- 
organisational relationships have existed since the origin of the firm as a production 
unit (Bamford, Gomes-Casseres and Robinson, 2003; Todeva and Knoke, 2005). 
In today's competitive business environment, strategic alliances are known to be the 
reason for success of many firms such as British Petroleum, Eli Lilly, General 
Electric, Corning Glass, Federal Express, IBM, Starbucks, Cisco Systems, 
Millennium Pharmaceuticals, and Siebel Systems (Bamford et a]., 2003). Dyer et al. 
(2001) have reported that the announcement of each new alliance by a company has 
resulted in its stock price jumping approximately 1%, translating into an increase in 
market value by $54 million per alliance. A report by Segil (1998) has expected 
about 30% of most large companies' revenues to be derived from new alliances by 
the year 2000. 
Anticipated positive economic results are the main reason for firms to enter into 
collaborative arrangements. Strategic alliances reduce the risks involved in continual 
development of leading-edge technologies, avoid wasteful redundant activities, and 
shorten development time (Merrifield, 1989). Forming strategic alliances with 
suppliers and customers allow manufacturers to focus on their core activities 
(Lemke, Goffin and Szwejczewski, 2003) while providing suppliers and customers a 
stable and reliable market as well as the ability to influence quality and satisfaction 
(Kannan and Tan, 2004). Closer buyer-supplier relationships are expected to offer 
numerous technical, financial, and strategic advantages (Mohr and Spekman, 1994). 
Generally, the effective management of a strategic alliance can directly or indirectly 
affect the organizational performance of all partnering firms. It provides firms with 
access to information, resources, markets and technologies (with advantages from 
learning, scale, and scope economies) and allows firms to create synergies and 
achieve strategic objectives (Gulati et al., 2000; Todeva and Knoke, 2005). 
This is particularly true with respect to the manufacturing industry and effective 
supply chain management. Fawcett, Magnan and McCarter (2008) have stressed 
that, while technology, information and measurement systems are commonly 
recognised as critical success factors, "the people issues - such as culture, trust, 
aversion to change, and willingness to collaborate - are more intractable. People are 
the key bridge to successful collaborative innovation and should therefore not be 
overlooked as companies invest in supply chain enablers" (p. 35). 
Beyond the level of individual firm competitiveness, some researchers have explored 
the impact of strategic alliance formation on economic and social development 
(Grant & Baden-Fuller, 2004). Narteh (2008) has pointed out that, "for firms in the 
developing world, the low skill, technological and other resource constraints make 
internal knowledge development difficult if not impossible. It is assumed that by 
forming interfirm collaborations, commonly referred to as strategic alliances, with 
their counterparts from the developed world, they could leverage on their knowledge 
bases to enhance their competitiveness and attempt a catch-up" (p. 79). Dulaimi 
(2007), however, has used a case-study approach to show that such knowledge 
sharing between firms in construction joint ventures is severely hampered by 
incompatibility between foreign and local cultures and whenever one or both firms 
demonstrated a lack of commitment to creating an environment conducive to 
knowledge transfer. 
A number of researchers such as Spekman et al. (1996) and Whipple and Frankel 
(2000), however, have gone even further in stressing that creating, developing and 
maintaining a successful strategic alliance is not an easy task. Porter (1998) has 
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added that, despite best intentions at the firm level, successfd alliances are not 
guaranteed. Strategic alliances frequently face difficulty and run into problems 
because partners have failed to develop an effective process for joint decision- 
making (Bamford et al., 2003). Spekman et al. (1996) have highlighted that alliance 
problems often converge on issues of equity where partners try to equate effort with 
rewards. The perception of opportunistic behaviour toward other partners not only 
causes the underinvestment of necessary information and resources toward the 
collaboration, it also affects the level of interdependency between partners (McCarter 
and Northcraft, 2007). 
Not all firms that have jumped on the alliance bandwagon have been able to achieve 
positive outcomes. Both Young-Ybarra and Wiersema (1999) and Zineldin and 
Dodourava (2005) have pointed out that the failure rate of strategic alliances is 
projected to be as high as 70%. A study, by Porter (1987), on large U.S. 
organisations between 1950 and 1986 showed that the failure rate of alliances was 
higher than 50% (Park and Ungson, 2001). Similarly, Dyer et al. (2001) have stated 
that only half of all strategic alliances are successful. Andersen and Jap (2005) have 
found that, generally, the failure rate of joint ventures is between 30% and 50% and 
in Vietnam it is estimated to be about 32% (Quang, Swierczek and Chi, 1998). 
Some of the popular reasons cited for strategic alliance failure are unclear strategies, 
poor partner choice, weak and unbalanced alliance economics, dyshnctional 
governance, conflicting corporate cultures and goals, lack of sufficient operating 
staff skills, and lack of commitment from the parent organizations (Bamford et al., 
2003). Song and Panayides (2002) have noted that some alliance member firms seem 
4 
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to pursue their own self-interests if opportunities arise, at the expense of the alliance 
and other partners. Relationships that are marked by conflict, strife and ongoing 
disagreements are clearly prone to breakdown and termination (Anderson and Jap, 
2005). In such cases, the failure of these collaborative arrangements results in 
adverse effects to participants including loss of proprietary information, know-how, 
and reputation. These alliance members also face operational difficulties, problems 
and loss of potential revenue (Park and Ungson, 2001). For example, Hendricks and 
Singhal (2005) have reported that supply chain alliance failures lead to performance 
"glitches" such as lower sales growth and higher costs and inventories. 
Given these potential results from inter-organizational collaboration, why, then, 
would firms persist with strategic alliance? The reason is that strategic alliances 
have become an essential element in corporate strategy (Park and Ungson, 2001). 
Faced with greater environmental uncertainty, many firms find that the potential 
benefits outweigh the difficulties in pursuing inter-firm collaboration. This is 
particularly true for firms operating in manufacturing industries as they produce 
components and materials found up-stream in the value chain and depend on 
alliances to leverage their ability to gain market access in a timely manner (Spekrnan 
et al., 1996). 
1.2 Problem Statement 
Over the past two decades, the use of inter-organizational cooperative arrangements 
has become an increasingly attractive tactic for firms to improve their 
competitiveness. This is evident by the frequency of strategic alliance formation. 
Although the rate of alliance formation has increased, these alliances are frequently 
accompanied by problems of instability, poor performance and premature 
termination (Parkhe, 1993). In fact, the high failure rate documented in various 
studies shows that successful strategic alliances are hard to achieve (Spekman et al, 
1996; Whipple and Frankel, 2000; Dyer et al, 2001; Park and Ungson, 2001; Song 
and Panayides, 2002; Zineldin and Dodourava 2005). Overcoming the high failure 
rate of strategic alliances and understanding these inter-organizational collaborations 
requires the identification of different factors involved in their establishment and 
maintenance. 
Therefore, the specific research problem considered in this thesis is: 
What are the factors influencing formation, maintenance and success of 
strategic alliances? 
Although previous studies have attempted to explore the determinants of an effective 
strategic alliance, the field still lacks an integrative theoretical framework. A 
successful strategic alliance requires nurturing the collaborative relationship and 
creating value together rather than a simple exchange of competencies (Park and 
Ungson, 2001). Previous studies have looked at strategic alliances from a narrow 
theoretical perspective. Alliance formation and outcomes have been studied, for 
example, from the perspective of resource-based theory by Tsang (1 998). Similarly 
transaction cost theory and social exchange theory have been used by Young-Ybarra 
and Wiersema (1 999) to explore the parameters of strategic alliance success. 
